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District Director

batetfER 19 1992

Person To Contact:

Toleihohe Numhers

Enp loyer 1D Numbers
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CERTIFIED MAIL - RETURN RECEIPT REGUESTED y
Dear Sir or Madams o
We have considered your application for recognition of “égxemption from Fuderal
income tax as an organjzation described In section BO014c)(3) of ¢the Internal
Revenue Code. HWe alscr at your request: sought Techhical Advice from the
National Office. o

On the basis of the Technical Advice Memorandum dated November 20, 1991  ne
conclude that you do not meet the requirements of séc#fqn B501¢(c)(3) of the
Code. We have enclosed a copy of the above Technical - Advice Memorandum with
thia letter. Contributions to your organization are fiot deductible under code
sectiona 170. -

You are required to file Federal income tax returns on Form 1120.

Since this deteraination is based on national office  technical advice, you
have no further appeal rights and this is our final letter.

If you decide to cortest this determination under the declarstory Judgment
provisions of Code section 74285 a petition to the United States Tax Courts
the United States Court of Claimss or the district court of the United States
for the District of Columbia must be filed within 90 daye from the date this
determination was mailed to you. Contact the clerk of, the appropriate ccurt
for rules far filing petitions for declaratory Judgmentg

Sinceraiys

District Director

Enclosure: -
Technical Advice
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INTERNAL REVENUE SERVICE

National Office Technical Advice Memorandum

District Director
Atlanta, Georagia

Taxpayer Name:
Taxpayer Address:

Taxpayer Identification Number:
Years Involved:

Date of Conference: '

ISSUES o

Whether an organization that was created to revitalize a

commercial section of a city is exempt under section 501(c) (3) of
the Code.

FACTS

The organization was incorporated ”to help in the
revitalization iplans for the downtown area of .4 city. The area to
bé revitalizek is not an economically depressed area. The
organization is not an outgrowth of a governmental entity nor is
it controlled or created pursuant to state ori local statutes.

The organization is operated for the followlng purposes: plan,
research and assist in the implementation of projects for the
reason of a) dilapidation, deterioration, obsolescence,
san.cation, open space, or the existence of conditions which
endanger life or property by fire or other causes; b) defective or
inadequate street layout, faulty lot layout, deterioration of site
improvements and diversity of ownership: or c¢) under utilization
of the area which prevents effectiva redevelorment efforts.

The organization also indicates it will promote and assist in
city beautification projects by cooperating wizh municipal
authorities and by educating the public as (to the advantages of
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beautifying the city through the use of newspaper, radio and
distributed 1literature. The organization alsc states it will
support charitable and educational organizations whose primary
interest is to preserve and develop the beauty of the city. Other
activities in which the organization will be involved in include:
the sponsoring of a business\educational semindr to be open to the
generaxl public and to distribute community infcrmation publications
to inform the general public of 4its activities and other
information relevant to downtown revitalizdtion.

The organization's "Revitalization Work Plan" indicates the
organization's involvement in business prumotiion through retail
sales events, image development, development'sof a luiyjo for the
commercial district of the community, and the':celebrating of new
business openings. Other goals mentioned in this plan include the
following: increased frequency of sweeping of streets, the
appointment of a Parking Task Force to work with the city on long
range parking development, thé development of an incentive design
package to ancourage design improvements, holding a downtown clean
up day with schools, investigate street i banners, and the
improvement to the appearance of store fronts..

The organization also indicates that it will be involved in
the coordinating of zoning, building code information and other
public regulatory activities affecting the redevelopment site, and
providing limited assistance and advice to snal: businesses.

In a letter dated Fl' the. organization indicates
that its past, present an uturs goals are to; improve the quality
of life, general working and shopping conditions in the targeted
area. The letter also indicates the organization has approved the
renovation of fkstore fronts and has received applications for the
renovaticn of more businesses. Upon repair tne organization

will reimbursement each business $ for the renovation of its
store front

The orgarization indicates that the National Trust for
Historic Pres :.ation, launched a Main Strwet program in the city
to help develo,. che targeted area. The organization was unable to
submitted any information indicating that any .¢f the buildings that
the organization is helping to revitalize are 1listed on "the
National Register" or have historical or architectural significant.

LAW AND AN SiSs

Section 50l(c)(3) of the. Internal :‘Revenue Code describes
corporations "organized and operated exclusively for religlous,
ciiaritable, scientific, testing for public ﬁéfety, literary, or
educational purposes . . . no part of the net eavaings of which
inures to the ben<rit of any private shareholder or individual, no
substantial part of the activities of which is .carrying on
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propaganda, or otherwise attempting to influente legislation

. . and which does not participate in, or intervene in . . . any
political campaign . . . " '

’ -

Section 1.501(c)(3)=1(c) (1) of the Incoile Tax Regulations
provides that an organization will be regarded as '"operated
exclusively" for one or more exempt purposes’only if it engages
primarily in activities which accomplish one orimore of such exempt
purposes specified in section 501(c)(3). An organization will not
be so regarded if more than an insubstantial part of its activities
is not in furtherance of an exempt purpose.

Better Business Bureau v. United States, 1326 U.S. 279 (1945),
provides that an organization is not operated exclusively for
charitable purroses, and thus will not qualify for exemption under
section 501(c)(3), if it has a single noncharitable purpose that
is substantial in nature. This is true regatlless of the number
or importance of “he organization's charitableg: purposes.

Lo
Sectlion 1.501(c) (3)-1(d) (2) of the regulations provides that
the term "charitable" is used in section 501(¢)(3) of the Code in

its generally accepted legal sense, and includes the lesseninjy of
the burdens of government.

Section 1.501(c) (3)-1(4d;(1)(ii) of the riegulations provides
that an organization is not organized exclusively for any of the
purposes specified in section 501(c) (3) unless it serves public
rather than private interests. Thus, an organization applying for
tax exemption under section 501(c) (3) must establish that it is not
organized or operated for the benefit of private interests.

Some organizations which have been formed to assist in the
economic develdpment of a particular geographic area or to assist
existing or new businesses located in such an area have qualified
for exemption under section 501(c)(3) of the Code. To be exempt
under section 501(¢) (3), such organizations must show that they are
organized and operated exclusively for charitable purposes. As
stated in section 501(c) (3)-1(d) (2) of the regulations, the term
"charitable" as used in section 501(c) (3) includes the relief of
the poor and distressed, lessening the burdens of government, and
the promotion of social welfare-by organizations designed to lessen
neighborhood tension, eliminate prejudice and discrimination or
combat community deterioration. P

Rev. Rul. 74-587, 1974-2 C.B. 162 held that an organization
formed to provide financial assistance to various businesses
through low-cost or long term-loans, or through the purchase of an
equity interest in the businesses assisted gualifies as exempt

N :
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under section 501(c)(3). The organization de&oted its resgources
to programs to stimulate economic development.in an economically

depressed area, inhabited mainly by low-income minority or other
disadvantaged groups. 1

Rev. Rul. 76-419, 1976-2 C.B. 146 provides that the purchase
of land by an organization in an economically 'depressed area and
the convarsion of that land to an industrial park with leases at
favorable rates to industrial tenants, who are ¥equired to hire and

train unemployed and underemployed residents of ‘the area, is exempt
under section 501 (c) (3) of the Code. o

t
§
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The rationale for exemption in these: rulings includes
relieving poverty and lessening neighborhood tensions caused by the
lack of jobs in the area: combatting community deterioration by:
establishing new businesses, rehabilitating dxisting ones, and
eliminating conditions of blight:; and lessening prejudice and
discrimination against minorities by demonstrating that such groups

can operate a business if given the opportunity.

Rev. Rul, 77 -111, 1977-1 C.B. 144 involved two organizations.
In situation one the organization was formed to increase business
patronage in a deteriorated area by providing information on the
area's shopping opportunitias, local transportation, and
accommodations. 1In situation two the organization was formed to
revive retail sales in an area of economic decline by constructing
a shopping center that would complement the area's existing retail
facilities. Neither organization was held to be exempt, because
neither organization targeted minority-owned businesses or limited
their benefits to needy individuals or businesses.

The revenye ruling holds that although: the .organizations'
activities might contribute to achieving ;section 501(c)(3)
purposes, their overall thrust was to promote business as an end
in itself rather than to accomplish exclusively exempt purposes.
The organizations in situation one and two .'do not limit their
assistance to businesses located in a deteriorated area that could
not obtain conventional financing. The organization in situation
one assists businesses which are not owned by minority groups and

which are not experiencing difficulty because .0f their location in
a depressed area. - '




The activities of the organization in situation two result in
major benefits accruing to the stores that:will locate within the
shopping center. It does not limit its aid to:businesses that are
owned by members of a minority group or to businesses that would
only locate within the area because of the existence of the center.
The end result is that the organization's activities are directed
to benefit the businesses in the shopping tbnter rather than
exclusively to accomplish section 501(c) (3) purposes.

The information the organization submitted:indicates that the
city in which the economic development is to occur is not an
economically depressed area. There i3 no evidence of federal or
state designation that the «city is a depressed area and
unemployment figures are not available for :the targeted area.
There is no evidence that businesses in the targeted area have a
significant number of minority employees,:ior the targeted
businesses are controlled or substantially operated by minorities.
Further there is no proof that the businesses the organization
provides services for are required or are encouraged to hire a
significant number of presently uvuemployed persons and to train
those persons. Rev. Rul. 77-111 makes it clear that promoting
business in an economically declining area, by itself, would not
constitute a charitable activity within the contemplation of
section 1.501(c) (3)-1(d) (2) of the regulations. Accordingly, under
section 1.501(c)(3)-1(c) (1) of the regulations, the organization
cannot be regarded as "operated exclusively" for one or more exempt
purposes because more than an insubstantial part of its activities
is not in furtherance of an exempt purpose. Thi@ nonexempt purpose
is sufficient in d2gree to preclude the  organization from

qualifying for tax exemption under the ratlonale of Better Business
Bureau V. U.S., supra.

In additi n the facts submitted do not indicate that the
organization meets the requirements of lessening the burdens of
government. Rev. Rul. 85-1, 1985-i C.B. 17/,M5ets out a two-part
test for determining whether an organization's activities are
lessening the burdens of government. To meet this test it is
necessary to determine whether the governmental unit considers the
organization's activities to be its burden, and whether these
activities actually lessen the burdens of ﬂhe government. An
activity is a burden of the government 1f there is an objective
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manifestation by -the governmental unit that it considers the
activities of the organization to be its burden. The file contains
no information which would indicate that the organization's

activities are or were ever a government burden'of the City or that
the city ever delegated its authority to run such a progran.
Further there is no strong interrelationship between the city and
the organization which would provide evidence that the governmental
unit considers the activity to be its burden. .The organization is

not lessening the burdens of government within the meaning of
section 501(c) (3) of the Code.

Further, while the organizationt's downtown revitalization
program does have some broad public benefit,iit also results in
direct and substantial private benefit to the ‘downtown businesses
with the meaning of section 1.501(c) (3)-1(d)(ii) of the requlations

Accordingly, based on the informatibn submitted, the

organization does not meet the requirements of section 501(c) (3)
of the Code.

o
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CONCLUSION

An organization that was created to revitalize a commercial

section of a city is not exempt under section 501(c)(3) of the
Code.

~-END-
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: Diétriét Director

vater  OCT 031990

IZD MATL - RETURN RECEIPT REQUESTED

Dear Applicant!?

He have considerad your aspplication for recogmition of exemption
from Federal income tax 25 3n oragsnization described in section
301(c)¥(3) nf the Inlernal Reverue Code. e

You were incorporated on [ B i~ the Staste of

to help in tihe revitallzation plans foar the downtown
area of B B Yo have indicated thatsl to the best of your
krnowledyer tihe area is nmot an economically depreszsed ares,

You have listed vour specitic purposes as +thé followinal plany
raggarch and assist in the iaplementation. o6f p.UJectq for ‘the
reason of 3) dilapidation: deterioration obsolesn ences
sanitationy open spacer or the axisience of conditions which
endanger life or property by fire or oiher capses’ b)Y dafzctive
or inadequates streat lavoutbs faulby 1a% layoutb, deterinvation
ef site dmprovemerts and diversity of . oWnerships ar o
underutilization ot bivm 3r23 winlch prevants effective
redevelorpnent e7fforts,

i

. In addition to tne abovar va  hmave  indicatad the organization
will promote and 2assist im city Deszutifizztion projectis by
coopersting with municigzl autihnorities snd oy &dUCSulﬁﬂ the public

2% to the advantages of beautifving the city throwgh the wuse of
newspaperss radio and distrituted literature,
- 11’

- Furthermorey it is zlso indicgted the argenization will swupport
gharitablie and educaticrsl cryganmizztionz whoge primary  interazst
is to preserve and dsvelocr the beaswty of the city. Otner
gethivities in wihich the apslicant wiil dnvolve idtseld includet

the sponsorinag of 3 business educstional sszminary Lo DLe opsn to

tite  aeneral gpublics =X I I A =upiish commnity information
wublications to inform the gzmerzl puldlie of  fte  asctivities and
Siam relevast s dowesbowrn ravitzlizastion, Taw nave

dhier informa 3
rapresentes tAat such publinstionzs imcliuvdes pwd 3r2 not limited
to the Toliowing: . p

e




a) Planning studiess such a2s the  ompilation
of financial data relevant to area .bhusiness
by type and possible others, ,

Y An oraganizational brochure or brochures,

£) Tourist and visitor informatior orochiress
mapsy tour auidess etc, ’

4} Events fTlierss pamphielsy prosterss * or

brochnrﬂr.
a)l tatistical raports for summaries.
) ﬁ regular newsletter or newsletters.,

Selucted publications will be sold to the
general public 2% 8 cost determimed to
repay erinting casts for the publications.,

The N B ©icn  ccconpanying
the application for exemption is indicative of +the apmlicant's
involvement in business promotion throwgh redsil sales eventss

image developments davelorment of 8 loge for the commercial
district of »  and the celebrating of new businese oreninas
anti rehabilitations with publioity. Other goals mentioned in
tiis wlan dnclude the following! imoreassed frequercy of sweeming

reetss Lo hsve the city te study speeding downtown: tha

apgointment of a2 Parking Tashk Foree ho work with the City on long
range parking developmants the development of an incentive desian
macksge to ennourayge deslan imerovementsrs holdina a3 downtown clear
ue dav with  schoolsy investigate steeet Bbanners and aiving
considerstion +to  the wszivirg of boeilding parnit Taes far
storefront rahebilitsticons.

Adaditionalive vou have indicgbad tha s’P icant will De  dimvslvaed

i coordinstins zoningy  building code information and obther moblic
2z gt fecting hEhs radmv logment  gitay ard

rroviding livited sssistance anc adVl"n to small businezses.

In the leltier data y from the appiican+'3 autinorized
repressntativer ’ it is ststes that tihe

3prplicant's pasty pressnht, and-fubure 3o0als afe Lo lmprove tie
gqualiity g 1i7Ters general workina 2nd sheopping conditions of the
I arez, In e same correspondences refecance 13 mads
ta the sperovasl and remcvaniaon of [J store  fromt o Lons with

.AuHL\t*ru

3 ousiresses Lign process - bhe ﬁﬁp’ G OOES
r'w'f'i-*“r@rs 10 ‘i. '.. a- imbursamant ahoralrant
o Arm'«a‘ i at bu may rawoaive  Tram -- I-I-I-
T e*m’Hnew.q 1t programa #len  lnown  as bne
" s . gty cencioned in the Bmm P
'3 whics  scoompsnied e previowslv  refersncac
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“With respect to the qualificstions required Ffon. businesses to
receive bernefitsy it is indicated there are no " reguirements and
that the services provided are without charge. " The applicant
has also indicated that the target group to benefit the most will
be businesses located in the downtouwn ares. I

Aagain: referring to the [ currespondencey .the applicant
represents that all of the servieces and products available in
the paest, oresent and fubure are included in  the *list shaown on
the bottom left of the " brochure. These services
are as follows!

-

RECOMNAISSANCE VISIT - 1 day visit to work om  board
developments manager selectiony program gpromotior:
identify key issuesy and public relations °

HANAGER AND EOARD TRAINING - 3 day trainins
sessions  monbhly mamagers meetinggy quarterly board
chairpersons meetingzs workshopsry on site wisitis

RESQURCE TEAM VISIT - Visit by tesm ot speclialistsy
obhjective assessanent: specifice recommendallionsy
gubhlic presentationy follow-up written report

DESIGN ABSIBTANCE -~ On site consultation with
proverty aownersdy workghops in your towns ocommittes
tra‘nlnas telephone consultation

FOLLOK-UR VISITS - Progra2ss chechks gpecial issue
assistancey scheduledy z2nd as nesded ‘

YZAR-EMD RETREAT ~ Yasriv mrosram evalustions  unal
!"“

gettinar planning iy

FOCUSED ISSUE ASSISTAMCE -~ 3Seecisl assiszbsnce  on
comelexw or troublesomzs issues ’

COMMITTER TRAINING -+ Training af desians
promotionss and ecoromic restructuring committees

im yvour taoun

NATIONAL METHORY - Acoess to  Nsbiarmal Maln Shreat
Canmter metworh

A% indicsated in khe 0

3 comsanion of th=

1+

lqlL,mJl Trbes] lll an piaganizaticn
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The Hézn Street'program revitalxz@s

moredigtinetive vinage of the - downtown
Section 501(c)(3) of the Internal

‘thingsr charitable or educationsl pnrpdses

arketing 'a
residentss

conomie functions armd to became théﬁ

nyastors: and v1sztors.

recognition ot.exemption frow dearal b orgsnizations
which are orgenizéd and operatea Mclusively
1ofu‘the ret
aarnings of which 1wures to the benefif' shareholder

or 1nd1v1dna1.‘

grovides

~section
qu( 1(3) af the Codes an oraanluatio‘ I: th. organized
and oparated esclusively for one or more’d h% #urpones specified
in that section, If an organization ™ Pallyg i tp: ‘meet either ihe

organizetional test or the operdtional test, + is hut evempt.
Beotion 1.501(c)(3)=1(e) (1) of the reanlationg; provide tHab an
organization will be regarded as ‘opersted ex «¢lusively' for one
ct more exemgt purposes only if it engagés-primerily in activities
which aucomp~1$h orre nr more of the exempt:iipurposes cpecified
in section S0L(m) (3} of the Code., ' An oarganizstion will not be
50 regarded if more than an inmsubstantial part 'of its activities
is not in furtherance of an exemet purpase. :

¢ .
Bection 1.,501(e)(B)~2¢d)(1)Cii) of the regulativbns orovides that
an organization 1is not organized exclusively, for any of the
purposes specified in section 501(c){3) unless s it ‘serves publicy

rather than private intaerests. Thus, an, ovrganization srplving
Tor tax exewmption under section SC1i (e )(3) must establish that

it is not orgsnized ar aperated  for the

nefit of  privats
irnterasts. :

The Supreme Court held inm Betbter_Zu giggggﬁﬁsr33 i Upited Statesy
326 U, 279 (1945, that 38 single unewempt pUTROSSY if

substantial in natures would - preclude. an. organization from
qualifying under section 301(c)(3) of the Code.,

Fevenue Ruling 74-387, 1974-2 CL.E. 16Zy | held examed an

arganization thal was providing Pinancial azsighance to odusiness
entarprises in economically depressed aress throwgh low-cost or
Long-terin lscorsr  or throwsn bhe surchase of egquity intereshs i
the buginesses being assisted.

Revarnue Ruling 76-41%, 1974-2 T.B, 146y exempled an crganizetion
Lran ubilized favorshle lease terms a3s an indugement for business
ambarprisaes b locste in Ladwstrial  wgarks dn oan sueonomleslly
dewressed arizr  which would reselt  din the hiting and t‘alnlﬁg
of bite wnderveansloved and uwnemploved
Reveroe  Ruling

74"‘387# )

Lhdugb

grovides - far

mang othepr -

in  the srea. (Nots  “Shat
Raverug Ruling B1-284, 1781-2 C.@, 120 amelifi




Reverwe Ruling 77-111y 19771 C.R. 144, involved two
organizations, The first was formed Lo incresse business patronage
in 8 deteriorated srea by providing informztion on the srea's
shopring opportunitiess local transportations and accomodations.
The second orasnmization's purpose was to revive retail sales in
an area of economic decline by constructing a8 shopping center
that would complement the area's existing retail facilities,
Neither orgeni=ation was hald to be exéemptr - bdecause neither
erganization targeted minority-ouned businesses. The
organizations both operated in a8 desressad’ aress npwt  neither
limited their benefits to needy individuals or businesses,

In Revenue Rulina 74-387, ioyvar the organizstion not only
targeted itls programs to high dansity wrbam asress  inhabited bv
mainly low-incoma grourps, it =2lso restricted elifibility for its
programe to those businesses thst could not otherwize obtain fnnd«
throwgh cormventional commercial sources becawse of  Lhe fimene

riskss  or becsuse of beinms 2 member of & minority or obhwr

disedvarntaged group, Similarlve in Ravenue Rulimg 76-417¢ abovear
the orgaenization not  only locszted dits  dndusgtriel parks in a3
lignted arear it 2lso Jsve preferernce to prozpecitive tenants

with  hirine policies conforming to  ocurrent ' fair gmeloymernt
lujf latbiony  and which sgresd to  hire 8 sigrificant cumber  of
presently wrnemployed persons in the ares  and  tg  train them  in
rnaeadad gkillsg, i

conbtrash Lo Revenue Rolipg 74-387  and 7a=41°¢ vat o nEye
i the targeted grous  to beprefit  most D Lhw

g 1
ineshad in the dowrnbowr avesx of  Loris, rthermors
irmdicstad that there are no eligibili L' r@quirrmenuJ
Qe 3 omannery grd bhiat hthae arvrwes i onot s ecorond: :
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20 the basis o thaese rulvugSu Wi eoncluds ] iroorganization
noes not combal comoer a aradion.e wibivirr . the meznima of
gaobion BOL{e)(3) of

Your revitalization grogram is primerily desigrned t¢  bepefit  the
dewnhown businesses and this is rnot ar : antiviiv,
Tharetorae aceoraina to seclion 1+q01\. . nf tie

reavlabiongy  wou cannol  be rh1;|H*' LHF1“u'y“
far one or more exenet our
2

rionf wour  3ehivities
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Classification under,sectiqh 501(c)(6) has'ibeen discussed .with
syour authorized representativer and it.has bean cleasrly indicated
that the organization does not wish to pursue evwemption wnder

s

that saction of the Code. Consequentlys vyou arfe nob exempt under
any other section ¢f the Code. Contributions to vyou are nrot

deductible under cection 170 of the Code.

You sre regquired to file Federal inceome tax returns on Form 1120,

You have the right to protest this ruling if vou believe 1t is
irncorrect. To protests you should submit 2 statement of your
viewsr with a full explanaticrn of your reasonirigs This statements
signed by one of your officers, must be submitted within 30 days
from the date of this letter. You also hdve a8 right to a
vonference in this office after your statemert is submitted.
You must resuest the conferencey if yaou want omesr whern vyou file
vour protest statement. If yvou are to be represented hyv  someone
wino is not ome of vour officers, +that gerson Wwill need to Tile
a proper power of attorney and otherwise gualify uwnder our
Confereance and Fractices Reguirements, §
rd, g

If you do mot protest this proposed ruling in 2 timely manners
it will be comsidersd by the Inbteenzl favenue Hérvics as 3 failere
to exhaust available administrative remedies. Bection  7428(h)(2)
nf the Code providesy in mart: that & decisrstory judgment or
daecree under this sectiorn shali not be issued 'in  zny, proceeding
unless the Tax Courty Lhe CDisims Dourl, ar  the Disteict Court
of the United States for the District of Columhia deternines that
Eite organization dinvolevad has  exhawshed sdministrabive resedies
available to it withinm the Intermnal Revemnue Servine

It we have nobt receivec an seeasdl witirin 30 dsys, we  Wwill  dissus
8 fimal adverse determination latter, Your failure to exercisze

your appesl rigits will be  considersad oy haE Internal  Rovernus
Service 3% & failure do exhaust vyour pyvailable e2dministrztive
ramedies.

incaralys

Diskrio® Director
Enclosure.
Fuplication 892






